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Community Property and Mandatory Joint Returns
By Alberta R. Crary
In 1941 and 1942, the Treasury Depart­
ment has asked for legislation, to require 
mandatory joint returns for income from 
married persons. The furor has been aim­
ed particularly at the citizens residing in 
Community Property States, on the as­
sumption that these people enjoy tax im­
munity at the cost of the taxpayers of Non­
Community States. The passage of the 
mandatory joint return requirement would 
have accomplished in a single measure, the 
results long desired by the Treasury De­
partment, and set aside voluminous court 
and treasury decisions approving separate 
returns on community income.
Community income is that, which upon 
its receipt, becomes community property. 
This includes generally salaries and earn­
ings of both spouses, rentals from commun­
ity owned property, and income from in­
vestments purchased with community 
funds. Income from property owned by 
either spouse before marriage, acquired by 
separately owned funds, or by gift or in­
heritance is separate income and taxable to 
the owner. Each of the Community Prop­
erty States has its own exceptions and lim-
James and Edith
James Jones 
Net Income ......................  $5,000.00
Personal Exemption ......................... 600.00
Surtax Net Income ...........................$4,400.00
Earned Income Credit ...................... 500.00
Normal Tax Net Income ................ $3,900.00
Surtax ........................$ 660.00
Normal Tax ......   234.00
Total Tax ....................$ 894.00
itations to be considered in making an in­
come tax return.
There are nine Community Property 
States—Arizona, California, Idaho, Louis­
iana, New Mexico, Oklahoma, Washington 
Nevada and Texas. California adopted the 
community property system in 1927, and 
Oklahoma in 1939. With the exception of 
Oklahoma, the Treasury has ruled: “That 
husband and wife domiciled therein, in 
rendering separate Income Tax returns, may 
report as gross income one-half of the in­
come which under the laws of the respective 
States, becomes simultaneously with its re­
ceipt, community property.”
The citizens of these States do enjoy 
certain Income Tax advantages over the 
husbands and wives living in Non-Com­
munity Property States. As an example, 
compare the tax that would be paid by two 
couples, one of them living in New York, 
the other living in California. Their in­
comes consist of the husband’s salary $10,- 
000.00 only. For simplicity we shall as­
sume that there are no deductions. The 
taxes on the two couples under the rates of 
the 1942 Act would be:
Jones of California
Edith Jones 
Net Income ............... ........   $5,000.00
Personal Exemption .......  600.00
$4,400.00
Earned Income Credit ..................... 500.00
Normal Tax Net Income ................ $3,900.00
Surtax .................. ......$ 660.00
Normal Tax ...............   234.00
Total Tax ....................$ 894.00
John and Mary Smith of New York 
Net Income ..................................................... $10,000.00
Personal Exemption .......................-.............. 1,200.00
Surtax Net Income  ...... ................................ $ 8,800.00
Earned Income Credit ...........    1,000.00
Normal Tax Net Income .................................$ 7,800.00
Surtax ..........................................$1,684.00
Normal Tax ...............   468.00
Total Tax ......................................$2,152.00
Tax paid by the Smiths of New York......................................................................... .....$2,152.00
Tax paid by the Jones of California......................................................................... ........ 1,788.00
Difference .................................................................................................................................$ 364.00
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This disparity in taxes between two 
couples of identical income living in Com­
munity and Non-Community States may 
appear unfair. It depends upon the point 
of view. If one believes all Federal Taxes 
should apply equitably to all taxpayers of 
the United States and its possessions alike, 
such differences should not exist. If one 
believes in the rights of the several States 
and Territories to enact laws, based upon 
the historical background of those States, 
it is impossible to avoid all inequalities. In 
fact, the inequality above, is the result of 
the differences in the historical background 
of the two States.
The laws of New York, like those of 
the original Colonial States, were influenc­
ed by English Common Law. The settlers of 
the east coast States brought with them to 
America, their English laws and customs. 
The property rights belonged to the hus­
band.
California was settled by Spaniards, and 
ruled by Spain and Mexico. The Spanish 
laws came with the Spaniards. Spain, one 
of the first countries of Europe to codify 
her laws, embodied the community prop­
erty laws in her code Nueva Recopilacion 
in 1567, wherein marriage is referred to as 
a full business partnership, the wife having 
a vested one-half interest in the common 
property. A California Act of 1850 de­
fines “Common Property” as all property 
acquired after marriage by either husband 
or wife, except such as may be acquired by 
gift, bequest, devise, or descent.” However, 
until the Community Property Amendment 
became effective July 29, 1927, Treasury 
and Court decisions ruled that husband 
and wife in California could not report 
their income on a Community basis, and 
that the wife had only an expectant inter­
est in the property. The clarifying Amend­
ment of 1927 reads: “Husband and wife 
have a present, existing, and equal inter­
est in community property. The wife can 
prevent conveyance. She can dispose by 
will of one-half of community property.”
The present tendency toward national­
ism, as opposed to sectionalism and States 
rights of the past may bring legislation, 
that will apply tax laws on Americans, not 
New Yorkers or Californians. When such 
Legislation is passed, it should apply to 
Americans as individuals. Husbands and 
wives should be taxed as individuals not as 
couples. If we have outlived sectionalism, 
certainly with women working, managing 
their own businesses and investments as 
they are today, men and women should be 
allowed to file separate Income Tax Re­
turns, regardless of marital status. If it is 
unfair for one to report as two in a Com­
munity Property State, it is just as unfair 
for two to report as one under the pro­
posed mandatory return.
Suggested further reading: Robbins 
Community Property Laws and the dis­
senting opinion of Justice Haney, U. S. Cir­
cuit Court of Appeals, 9th Circuit No. 9863, 
April 30, 1942. Commissioner v. Cadwal- 
lader.
Miss Alberta R. Crary heads her own account­
ing office in Whittier, Calif. A native of Colo­
rado and educated at Western State College of 
Colorado, she is Legislation Chairman, Los Ang­
eles Chapter A. S. W. A. Special interests— 
Merchandising Accounting and Tax Law.
The Country Accountant
By Nina p. Hudson Arnold, C.P.A.
One of the old store keepers had this 
sign: “The time to do business is in busi­
ness hours. If those who do business at my 
place of business would come and do busi­
ness and go about their business, it would 
give me more time to do my business.”
And this should be put in our Offices— 
for too much time is taken listening to our 
Clients’ Fear—the one condition President 
Roosevelt warns us of possessing.
Old words with new meanings seem so 
important in the Accountant’s vocabulary. 
The nomenclature of an account—or should 
I say the classification of expenditures to 
the correct name—may make a decided 
change in the tax scale. “Repairs” as listed 
in a Book of Original Entry may be reha­
bilitation and not permitted as a repair.
Terminology is becoming “stream-lined”. 
We, as women-accountants who are almost 
too particular as to detail, should wage 
this new war of putting the correct mean­
ing of Good Will—Intangibles—Contingent 
Liabilities and segregation of Surplus Ac­
counts—Depreciation, accelerated through 
two and three shifts’ use of machine, inex­
perienced labor, etc., and the task of Ac­
counting is to report not moments but per­
iods of time and conditions as applied to 
Costs.
